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SUBJECT: NEW NORTH SEA PARTICIPATION AGREEMENTS 

REF: LONDON 406 

1 . ON WEDNESDAY THE PRESS CARRIED STORIES ANNOUNCING 
THAT MOBIL. TEXACO, TEXAS EASTERN AND AMERADA HESS HAVE 
SIGNED MEMORANDA OF PRINCIPLES OUTLINING PARTICIPATION 
AGREEMENTS. THE MOBIL AND TEXAS AGREEMENTS WILL BE 
MODELED ON THOSE RECENTLY AGREED TO BY THE GOVERNMENT 
AND SHELL AND ESSO. THE AGREEMENTS WITH THE TWO 
SMALLER FIRMS PROVIDE THAT, SHOULD THEY BEGIN REFINING 
OPERATIONS IN THE UK, BNOC WILL BE WILLING TO SELL BACK 
PARTICIPATION CRUDE UNDER ARRANGEMENTS SIMILAR TO 
THOSE WITH ESSO AND MOBIL. 

2. IN A CONVERSATION WITH MALIN OF FEA AND AN EMBASSY 
OFFICER. RAY WILMOTT OF THE DEPARTMENT OF ENERGY SAID 
THAT NEITHER MOBIL NOR TEXACO HAD THE RATIONALE SHELL 
AND ESSO HAD - BEING CRUDE SHORT - FOR OBTAINING 
AGREEMENTS LIKE THE SHELL/ESSO AGREEMENTS. HOWEVER, 
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ONCE THE SHELL/ESSO AGREEMENTS WERE CONCLUDED, MOBIL 
IN PARTICULAR SAID IT WOULD ACCEPT AGREEMENT ON THE 
SAME TERMS AND THE GOVERNMENT BOUGHT THE DEAL. THE 
PUBLIC DEPARTMENT OF ENERGY STATEMENTS STRESS THE EX- 
PLANATION THAT BOTH MOBIL AND TEXACO, LIKE SHELL AND 
ESSO, HAVE LARGE REFINING AND MARKETING OPERATIONS IN 
THE UK, AND THAT THE DEAL WITH ITS BUY BACK PROVISIONS 
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PROVIDES THEM WITH SECURITY OF NORTH SEA OIL SUPPLIES. 

3. WILMOTT NOTED THAT AMONG AMERICAN FIRMS ONLY 
MURPHY AND AMOCO ARE STILL HOLDOUTS ON SIGNING PARTICI- 
PATION AGREEMENTS, AND AMOCO IS THE ONLY MAJOR HOLDOUT. 
HE SAID THAT MURPHY HAD BEEN INTO THE DEPARTMENT OF 
ENERGY THIS WEEK ANDHETHOUGHT IT WOULD COME AROUND. 

AS FOR AMOCO. A NEW MEETING WITH THAT FIRM WILL TAKE 
PLACE MONDAY. WILMOTT SAID THAT AMOCO'S TYPICAL BE- 
HAVIOR WAS TO STICK RIGIDLY FIRM UNTIL THE VERY END, 

AND THEN CAVE IN. HE WAS OPTIMISTIC THAT AMOCO WOULD 
NOW SIGN A PARTICIPATION AGREEMENT. HE NOTED THAT 
AMOCO WOULD OTHERWISE RUN RISKS IN TERMS OF BEING SHUT 
OUT, NOT ONLY FROM THE FIFTH LICENSING ROUND BUT ALSO 
FROM FURTHER ROUNDS, AND FURTHERMORE WOULD PUT ITS 
ESTABLISHED UK OPERATIONS IN A TOUCHY POSITION IF IT 
CONTINUED TO BE THE ONLY SIGNIFICANT HOLDOUT FROM 
PARTICIPATION. 

ARMSTRONG 
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